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SETTING UP AN ACCOUNTING SYSTEM
By GRACIA W. ROBINSON, Kansas City Chapter ASWA
accounting system is the completion of a
realistic preliminary survey of the needs
of the particular company. Failure of a
system can often be attributed to the fact
that management did not have sufficient
facts at the time of planning to insure the
system being tailored to actual operations.
A study of the organization structure of
the company will define top management, as
well as the qualifications, responsibilities
and lines of authority of key personnel.
A review of existing procedures should
next be completed, for it often develops that
there really are no procedures, and “ways
of doing things” have been handed down by
word of mouth from the old employe to the
new, leaving no proof of who was right and
who was wrong. Procedures should be re
viewed in the light of whether they are
providing adequate internal control for the
protection of assets and furnishing proper
checks for the elimination of errors. The
procedures should be further examined to
determine whether they are sufficient to
satisfy the requirements of outside interests
readily and economically. A special study
of individual procedures, such as controlling
cash, sales, purchases, inventories, payrolls
and production, is a prerequisite to the
determination of the needs of the account
ing system. The survey should include a
list of all books of account, business papers,
documents, working paper analysis, finan
cial statements and reports. Other informa
tion to be developed would be the position,
duties and responsibilities of all persons
engaged in record keeping; office equip
ment and machines available and the use
being made of each, and a sample of all
forms and reports with a description of
their use.
Keen top management has found the
practice of holding conferences with repre
sentatives from the sales, accounting and
production departments acts as a clearing
house for useful information and “know
how”. These staff conferences may be ex
tended to all supervisory levels, as asking
people for ideas and opinions creates good
will and promotes cooperation, even though
the ideas may not always be used.
Once the preliminary survey has been
completed, development of an actual design
can be initiated. It is desirable to be gov
erned by certain fundamental considera
tions:

Slightly over a century ago one Joseph
Waide Whitely decided to leave to his broth
ers the management of his ancestral mer
chandising firm, “Whitelys of London,”
while he migrated to America. He joined
the westward movement and established a
general merchandising firm in the State of
Iowa. What would his reaction have been,
if, while he was making entries from scraps
of paper filed on a spindle in his only book
of accounts “The Day Journal”, had he been
projected into the present and heard his
granddaughter and namesake discussing
the intricacies of setting up a twentieth
century accounting system. Can you im
agine his perplexity at our concern over
slow moving inventories, when as late as
1930 the shelves of his firm were a delight
to antique hunters; or why the determi
nation of the break-even point, product
mix, or rate of turnover should be factors
in operating a business? Remember during
his period there were no regulatory bodies,
and each business handled its books as it
pleased.
Contrast this with the modern industrial
enterprise of today, which operates under
an economy that demands selling goods and
services at whatever price competition will
permit while furnishing these goods and
services at a cost which will permit a rea
sonable profit. In this complex economy
management has the responsibility of meet
ing the demands of external forces, includ
ing the investors, creditors and government
agencies, while solving such crucial internal
problems as sales analysis, sales forecast
ing, production control, material control,
financial reporting, budgeting and profit
responsibility. In recent years progressive
management has shown a greater appreci
ation of accounting as a basic tool for get
ting things done.
The assurance that general purpose elec
tronic equipment will soon be available at
price levels that business can afford directs
attention toward modernization of design
and installation of effective accounting sys
tems. The size, scope, complexity and varied
interest of modern business makes it im
possible to apply any one design for an ac
counting system beyond the basic functions
which may be applicable to all types of
business.
The first and most important step in plan
ning for the installation or redesign of an
3

Information: The preliminary survey has
supplied the facts as to where the informa
tion comes from; what information is avail
able; and what information is necessary
to meet the requirements for statements
to management, statements to owners, re
ports for credit purposes, reports for labor
organizations, and data for government
agencies. The survey shows what informa
tion is needed to control the business, and
included in this list may be a complete
chart of accounts, well designed time sav
ing forms, budgets, standards, and other
historical data, as well as timely and factual
reports to management.
Costs: As we continue to clarify our
objectives and proceed with a design for
setting up an accounting system, it is de
sirable to be sure the system being planned
is the best from the standpoint of cost
as applied to all phases of the particular
concern’s activities. Information should be
developed readily and economically by be
ing alert to all opportunities for stream
lining procedures. This may be accom
plished by eliminating all unnecessary
procedures and by simplifying or combin
ing others. Searching out duplications in
effort, either by departments or in the use
of overlapping forms and reports, is a
source of cost reduction and control. The
system should be developed to take ad
vantage of the most modern and best
equipment the company can afford. Con
version to machines should be planned to
promote the greatest accuracy and best
execution. Changes in work locations and
reassignment of personnel can be helpful
in eliminating waste motion and improving
morale.
Internal Control: Inherently an account
ing system should provide proper financial
control over all phases of the business as
well as proper checks through internal
audit to place responsibility of reporting
where policies are not being followed. The
Committee on Auditing Procedures for the
American Institute of Certified Public
Accountants in a special report on Internal
Control states:
“Internal control comprises the plan
of organization and all the coordinate
methods and measures adopted within a
business to:
a.
Safeguard its assets,
b. Check the accuracy and reliability
of accounting data,
c. Promote operational efficiency,
d. Encourage adherence to prescribed
managerial policies.
In order to attain these objectives an

adequate system of internal control should
possess such specific elements of control as:
verification and analysis of accounting data;
appropriate segregation of functional re
sponsibilities in that no one person is per
mitted to handle the complete cycle of a
transaction; a system of authorization and
approval; physical protection of all prop
erties; consistent and orderly records with
the use of prenumbered forms; inventory
records verified on a systematic as well as
a surprise basis; screening of personnel
before assignment of responsibility, and
bonding all employees in positions of trust.
Uniformity, Consistency and Flexibility:
A system should be so developed that the
business entity may account for its opera
tions on a uniform and consistent basis.
This may be accomplished by the use of
written instructions as well as through an
effective employee training program to en
courage compliance with organizational dis
cipline. It has been stated that an account
ing system begins to deteriorate the day it
is installed, for few businesses remain static.
Therefore, a system should be designed to
guard against obsolescence by incorporat
ing the element of flexibility to accommo
date changes as they occur.
Chart of Accounts: After management
has determined its objectives (what an ac
counting system should accomplish; what
reports are needed; and what control pro
cedures are to be set in motion) it must
have media for classification of data within
a formal structure of accounts. A chart of
accounts, which can be considered the
framework of an accounting system, classi
fies available information into concise and
useful form. Such a carefully prepared
chart, together with written instructions for
its use, should be based upon the organi
zation structure of the business involved
and tailored to meet its particular needs.
A chart of accounts does more than pro
vide for recording transactions. It is the
framework which assembles information in
the most convenient form to reflect assets,
liabilities, revenues, costs and expenses; to
express the major financial elements of the
business and the relationship of costs and
results; and to furnish information in com
parative form, in order the current figures
may be compared with historical, budgeted
or standard figures as well as with those
of other companies. In his “Development
of Accounting Systems,” C. Oliver Welling
ton summarizes certain desirable principles
to be observed in the development of a
pattern for a chart of accounts as follows:
4

1. Accounts arranged in the most con
venient form to facilitate economical and
timely preparation of financial statements
with similar items grouped together or
adjacent to each other.
2. Uniform classification for parallel op
erations of divisions, departments or
branches to provide effective comparisons
or consolidated reports.
3. Accounts should contain only one type
of data—there should be no mixed ac
counts.
4. Account grouping should be provided
to delineate clearly the boundary lines of
assets, liabilities, income and expenses,
and be sufficiently broken down to assist
management in its control of operations.
It is of particular value when asset and
liability accounts are arranged in state
ment order, as classes and sub-classes can
be indicated on the chart in the order of
their appearance on financial statements.
5. It is desirable to group operating ac
counts by responsibility, function, pur
pose or activity, and kind of expense.
6. Control and subsidiary accounts will
provide summary and detailed informa
tion, reduce clerical work, facilitate
adaptation to mechanical methods, and
locate detailed accounts outside the gen
eral ledger.
7. Logical placement of accounts for all
types of transactions to provide ready
preparation of reports and data for Fed
eral, State and Municipal tax authorities
with compliance of legislation and govern
ment regulations as may be applicable.
8. Account titles should describe accu
rately and concisely what should be con
tained in each account and suggest the
purpose for which the account is used.
9. Code numbers, symbols, or numbers
coordinated with the classification system
is desirable to avoid constant repetition
of full description of titles, to save time
and clerical work; enable the accounts to
be found more readily, and to facilitate
mechanical sorting and tabulation.
In the United States, charts of accounts
are more or less stylized to the extent they
use numerical systems of identifying the
accounts. There are several systems in
use:—The Dewey decimal system, which
affords great flexibility in the adaptation to
a firm’s individual needs. This system is
somewhat complicated and difficult to use,
as the decimal point may be easily misplaced
or blurred. The Mnemonic system, which
uses code letters also a combination of let
ters and numbers. This method is of value

mostly in various subsidiary ledgers and
product classification. Symbolization con
sisting entirely of letters is also confusing
for general use. However it is of value in
the designation of plants, branches etc.
A good basic pattern for numbering ac
counts, which will permit considerable ex
pansion and lend itself well to mechaniza
tion, is the simple consecutive numbering
of all accounts in the order of their appear
ance in the ledger. This method consists
of assigning a block of numbers to the major
groups or subdivisions of accounts and
provides flexibility as the numbers assigned
to each group may be arranged to corre
spond with subsidiary ledgers or operations.
By combinations of numbering, the rela
tionship between accounts may be shown.
Elasticity may be acquired by the use of
large numbers. This method can further
be expanded by the use of assigning sub
classifications to major accounts such as
.001, .002 etc. This principle may also be
extended to subclassification. Separation of
classification is made by dashes.
In summation, the methods of account
coding should provide a simple efficient
system, easy to remember, and sufficiently
flexible to accommodate itself to normal
growth, as circumstances change due to ex
pansion or contraction, addition of new
products, dropping of old ones, addition of
new departments or consolidation or discon
tinuance of others. New office equipment
opens opportunities for improved data
processing; therefore flexibility cannot be
stressed too strongly to avoid the necessity
for a complete revision of the basic ele
ments of a chart pattern. It should lend
itself to definite interpretation, so that the
coding will be self-explanatory, and should
be adaptable to machine accounting, if not
for the present then for the possibility in
the future.
Various national trade and industry asso
ciations have available charts of accounts
designed to suit the needs of their particu
lar industry. Complete addresses of these
associations may be found in the latest
edition of the directory of the United States
Department of Commerce “National Asso
ciations of the United States.” This direc
tory, which includes associations for retail,
wholesale, service, institutional and manu
facturing lines, is found in any public or
college library. Also prescribed uniform
charts of accounts and recommended classi
fications of accounts for small businesses,
retail and wholesale, may be purchased
from the U. S. Gov’t. Printing Office.
5

Forms: Forms and reports are primarily
the basic tools of an adequate accounting
system. Much attention has been given to
their design, function and control, which
could very well become the subject of a
lengthy discussion. However, at this time
we prefer only to make a few pertinent
observations as to the importance of the
integration of a forms program in the
system design.
We should like to adhere to the maxim
set forth in planning for setting up an
accounting system: that of finding the best
forms and reports that will do the best job
of providing information to enable manage
ment to direct the business in the most
efficient manner. Control of forms is an
acute problem of internal management, for
here is a fertile area where duplication and
uneconomical practices, lack of efficiency
and weaknesses may enter. These are fac
tors which demand constant review.
In his “Design and Control of Business
Forms” Frank M. Knox enumerates the
following determinations for control of
forms:
“1 . Whether or not the forms should be
in existence in the first place
2. Whether there may be two or more
forms doing the same job in different
parts of the organization.
3. Whether a particular form has been
correctly related to other forms in
the same work flow.”
Mr. Knox continues “Control of forms
entails . . . the proper coordination of de
sign, use and purchase, proper means of
physical storage and distribution, and the
proper relationship between control of
forms and the control of methods and pro
cedures.” Another helpful suggestion for
form control is the maintenance of a cen
tral file consisting of a numerical file,
subject index, and set of samples of all
forms.
Inasmuch as the needs of no two busi
nesses will be exactly alike, it would be
difficult to discuss all the forms which
might be required in the course of their
various operations. However, there are
certain characteristics of good form design
which will act as a guidepost for proper
selection.
A prime requisite of a well designed
accounting form is acceptance by the people
who use it, including clerks, bookkeepers,
accountants, general office workers, super
visors, administrators and executives. Ac
ceptance may be accomplished by keeping
the form simple, readable and understand
able. Further the form should be suffi
6

ciently simple so that it may be used with
out error. Other suggestions for good form
design might be: it should be easy to enter
the data, whether by hand or by machine;
it should provide sufficient writing space
and have an orderly sequence of data. The
form should properly identify its purpose
and carry complete instructions for its use,
routing, signature and approval. A quality
printing job will add much to clarity,
legibility and proper mental attitude.
The task of form selection, design and
control is not easy, nor is its importance
to effective operation of an accounting
system to be regarded lightly. Many busi
ness enterprises have a division in their
accounting department which devotes itself
to continuous attention of form procedures.
If the business is small and does not have
a forms division, there are many standard
forms available which are economical and
adequate. The above suggestions may be
applied to the selection of commercially
prepared forms and reports.
Manuals: All methods and procedures for
the use of the chart of accounts and for
the use of forms and reports should be
reduced to writing. Charles T. Zlatkovich
in his “Some Principles of Accounting Sys
tems Design” has this to say:
“Any organization whether comprising
but one unit or many, must account for
its operations on a consistent basis if its
records of the past are to provide an
effective comparison with the present or
furnish a guide for the future. ... a
prerequisite to uniformity and consist
ency in large accounting entities is the
use of an Accounting Manual.”
Usually uniform recording and reporting
cannot be obtained without an accounting
or procedure manual. As we have already
stated, this reduces all methods and pro
cedures to writing. Manuals are primarily
for the general purpose of providing the
employee with instructions as to company
policy and methods that he might perform
his task properly. Specifically, manuals aid
supervision and save valuable supervisory
time because the employee is encouraged
to do his work with a minimum of outside
assistance. Formalized instructions will
clarify authority and responsibility, lessen
the misunderstanding of instructions, thus
reducing errors; increase the flexibility of
personnel by aiding in the training of new
employees or the use of substitute person
nel; and furnish written standards which
aid in maintaining data on a consistent
basis. Written instructions are easier to

ASWA

HIGHLIGHTS OF THE YEAR

By CAROLYN ABERNETHY, National President 1958-59

A meeting of the Survey Committee just prior to
the beginning of the 1958-59 administrative year
sparked our term of office. Many changes in pro
cedure were injected, several changes in bylaws were
adopted at the annual meeting in Detroit, and more
duties delegated to our National Office Supervisor,
all aimed at lessening the increasing burden of the
national officers.
Something new was added when The Woman

C. P. A. scheduled for publication all papers pre
sented at the annual meeting, thus providing for
greater dissemination of this information. A new
look for the first time in several years appeared in
the format of the front cover of the publication.
Another stride was made by the mailing of the
Coordinator to each member individually, making
this publication more valuable because of its time
liness when received.
Our organization has been strengthened by the
addition of several new chapters, including one be
yond the shores of continental United States—Hono
lulu, in our 50th State. Several others are in various
stages of development.
Despite the fact that gremlins crept in to disturb
the private life of a number of our board members,
each has cooperated wholeheartedly in carrying out
her particular duties.
To lessen the burden of committee chairmen, a
Public Relations Manual has been published, and a
Standard Membership Manual soon will be in the
hands of each chapter membership chairman.
Getting to know more members through chapter
visitation, through correspondence, through chapter
bulletins and regular meeting minutes, has been one
of the highlights of the year. Working with our
National Office Supervisor has been most enjoyable,
and her outstanding cooperation has been an in
spiration.
The inclusion of a number of members in the first
edition of “Who’s Who of American Women”, and
other favorable publicity, attest to the acceptance
of our Society among other professional groups.
A hearty welcome and promise of cooperation are
extended to the 1959-60 officers together with best
wishes for a year of continued success.

review, thus keeping the procedures open
for improvement and perpetuating the
elements of flexibility, consistency and econ
omy necessary for continued existence of
an accounting system.
To function effectively, an accounting
system should have a manual or manuals
which incorporate the company policies,
detailed instructions for individual and
general procedures, explanation for the use
of the chart of accounts and instructions
pertaining to forms, records and files. Con
tents of a manual may vary according to
the nature of the business. J. Brooks
Heckert in his “Accounting Systems, De
sign & Installation” suggests that manuals
should specifically contain the following:
1.
Purpose and use of the manual
2.
Instructions for its use
3.
Chart of accounts
4. Schedules of reports, indicating de
partments responsible for their prep
aration, to whom given and when

5. Detailed instructions for the use of
forms
6.
Regulations regarding up keep
7. Indexed to facilitate additions and
deletions with all additions to indi
cate whether original or revision as
well as dated.
8. Organizational chart of the account
ing department
9. Work schedules and duties of various
positions.
To attain flexibility it has been found
loose leaf binders make for ease of inser
tions covering additions and deletions. It
is important that all copies be kept current
if they are to accomplish their intended
purpose.
Requests for changes should be carefully
controlled to safeguard against filling the
manual with non-essentials. At the same
time, review must be made on the basis of
system improvement to avoid obsolescence.
(Continued on page 12)
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ASWA
GENEVIEVE MICHEL, C.P.A.
Seattle, Washington

President
Miss Michel has served ASWA as first vice presi
dent and public relations chairman, as publicity
chairman, and as president of Seattle Chapter. She
is office manager in the comptroller's division of the
University of Washington, the school from which
she holds a B. A. degree in accounting.
A certified public accountant in the State of Wash
ington, she has served AWSCPA as director, treas
urer and chairman of finance. She is a member of
the American Accounting Association, IF ashington
Society of CPA’s, National Office Management Asso
ciation, Beta Gamma Sigma and the National
Woman’s Party.

The

Pres
ident's

Officers

1959-60
E. VIRGINIA BARNETT
Houston, Texas

First Vice-President
Miss Barnett has served ASWA as second vicepresident and membership chairman and as a mem
ber of the editorial advisory board of The Woman
C.P.A. She holds a bachelor of business adminis
tration degree in accounting from South Texas School
of Commerce, a bachelor of science degree in eco
nomics and a master of business administration
degree in management from the University of Hous
ton. She practices as a registered public accountant.
She holds membership in the following national
honor fraternities: Phi Kappa Phi, Sigma Iota Ep
silon and Kappa Delta Pi; is a member of the Amer
ican Accounting Association, National Association of
Accountants, and National Association of Parlia
mentarians.

Message

advancement of women in the accounting profession,
but, by the same token, to the advancement of the
profession itself through a program designed to en
lighten and educate our own members as well as the
general public. With these aims ever before us we
shall continue in growth and achievement.
To make my year a pleasant one, you have chosen
a capable group of officers and directors who will be
responsible for carrying forward and developing our
active program.
I thank you for your excellent
choice. I am sure they all join me in expressing
our gratitude for the opportunity to have a part in
what we hope and plan will be another year of prog
ress for the American Society of Women Accountants.

“There must be a need for a national women’s ac
counting organization such as ours, or we would not
continue to grow with such rapidity.” These were
the words of Past President Vera Jean Bobsene Wil
liams eight years ago. At that time the American
Society of Women Accountants comprised 32 chap
ters and 1500 members. Today, at the beginning of
our twenty-second year, we have doubled in size to
65 chapters and 3000 members. Surely Vera Jean’s
words were prophetic, and just as timely today.
Each new year, each new chapter, and each new
member adds to the value of our Society. We all
have something to offer one another and to offer our
profession. For, not only are we dedicated to the

ERMA A. SEMBACH
Cincinnati, Ohio

Second Vice-President
Miss Sembach has served ASWA as treasurer and
finance chairman, and has served her local chapter
as president and in many other capacities. She re
ceived a certificate in accounting from the Evening
College, University of Cincinnati; is vice-president
and treasurer of the Cin-Made Corporation, and holds
membership in Zonta, International.

PAULINE R. CADY, C.P.A.
Seattle, Washington

Secretary
Mrs. C. W. Cady has served her local chapter as
second vice-president. She received a professional
secretarial and court reporting diploma from Kinman
Business University, Spokane, and a bachelor of
commercial science certificate from Auerswald’s Ac
counting and Secretary School, Seattle.
A certified public accountant in the State of IF ash
ington, Mrs. Cady is employed as controller by GovtMart and Mission Supply Company. She is a mem
ber of AWSCPA and of the IF ashington Society of
Certified Public Accountants.

BETTY BROWN
Detroit, Michigan

Treasurer
Mrs. Wilfred T. Brown has served ASWA as di
rector and public relations chairman, also as pub
licity and award chairman, and her local chapter as
president as well as in many other offices.
She studied accounting at Wayne State University,
Detroit, and for the past fourteen years has been ac
countant for the Central Detroit Warehouse Company
and the Terminal Sales Corporation.
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ACCOUNTING FOR AUTOMOTIVE VEHICLES
IN A TAXICAB COMPANY
By NAOMI B. THOMAS, Baltimore Chapter ASWA
The taxicab industry ranges from a one
cab entrepreneur, who usually acts as
chauffeur of his cab, to the large com
panies which operate cab fleets of two to
three thousand vehicles. Automotive vehi
cles are the largest and sometimes rhe
only fixed asset investment in a taxicab
operation. Some companies lease their
cabs instead of purchasing them outright
but generally the industry purchases cabs
through car dealer agencies by competi
tive bids. In general, each company uses
only one make of car for its entire fleet,
to avoid heavy inventories of parts and
supplies and to minimize purchasing and
handling. A reasonably large inventory is
necessary with only one make of car due
to annual model changes. The purchasing
department must preplan to keep the stock
free of obsolete parts as old models are
discontinued and new models put into
service.
The taxicab industry is a cash business
with daily passenger revenue represent
ing 99% of cash receipts. Current assets,
therefore, are generally cash in the bank.
Let us consider a specific company. We
operate two separate cab companies (one
a wholly owned subsidiary) from our one
garage with 300 taxicabs on a two shift
basis. Each cab is operated both day and
night. The number of cabs we are per
mitted to operate is limited by the Public
Service Commission of Maryland. General
books and accounting records are kept
separately for each company.
Cabs in active service are accounted for
daily from the records of shift operations.
The driver or chauffeur performance rec
ords are considered as the control of oper
ations in a broad sense. In other words, the
cab and driver present the unit of produc
tion, as a cab without a driver is a non
productive expense. Production records
maintained for driver control and super
vision give added accounting records. We
operate 24 hours per day, 365 days a year.
For our 300 cabs operating on two shifts,
seven days a week, the chauffeurs payroll
averages about 1000 employees per week.
A five-day work week is observed for
regular drivers supplemented by part time
drivers.

Daily shift operations of both cabs and
drivers are controlled by I.B.M. dis
patcher-cashier sheets, which list numeri
cally by cab number, the regular driver’s
name and payroll number, for each cab
for each day of the week. Part-time or sub
stitute drivers are entered manually by
the dispatching office. As the cab is issued
to the driver at shift time, a driver’s mani
fest is time stamped and time out is manu
ally entered on the dispatching sheet. This
information is forwarded to the cashier’s
office, and when the drivers check in at
the end of each shift, their manifests and
cash receipts are turned in to the cashier.
Revenue for each cab is entered on the
dispatcher-cashier sheet, which also be
comes the basis for control of the cash.
From the dispatcher-cashier sheets, and
the drivers’ manifests, or trip sheets as
they are sometimes called, the I.B.M. de
partment compiles full information re
cording date, driver’s payroll number, cab
number, radio or non-radio cab, miles run,
gasoline used, trips completed, passengers
carried, hours out, meter revenue, extra
revenue (baggage, etc.), phone call revenue
and total revenue. As drivers are paid on
a commissions basis, this information is
basically compiled for payroll purposes,
but complete daily operating and statisti
cal information is obtained at the same
time.
At present our cabs are being run for
two years with replacement of 150 cabs
each year. Replacements are generally
made monthly during the year, so the shop
van handle the replacement of cabs along
with its normal repair and maintenance
work.
Cars are paid for when delivered and
the manufacturer’s certificate of origin is
furnished. The shop superintendent checks
the new car against the specifications of
the order, as cars for taxicab service are
ordered with special equipment not or
dinarily installed on those manufactured
for personal use. Information as to the
serial number of the cab as well as the
assigned stock number are furnished the
accounting office. After verification with
invoice and title, a cab records card is
prepared showing the date received, from
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whom purchased, voucher number, cost, plete information regarding equipment
model, and serial number. These cards both past and present.
In addition to the taxicab fleet, we have
are held as a record of each car in stock
until the shop indicates that the car has street patrol cars, service cars and service
been given its permanent cab number and and tow trucks. We also maintain a num
specifies the date it is to go into service. ber of old cabs repaired and re-condi
As we operate the cabs on rental tires on tioned for use on a daily rental basis to
a mileage basis contract, car cost is ad our own employees. Accounting for this
justed for removal of tires to a take-off equipment generally follows that used on
tire inventory record. These take-off tires taxicabs.
Direct operating expenses for tires and
are usually included as equipment on old
cabs sold, or are sometimes sold to tire gasoline are accumulated from punched
card records of mileage and gasoline is
dealers or individuals.
The car record cards are used as a basis sued, and gasoline costs are adjusted to
for calculating the depreciation (two years physical inventory at the end of each
straight line) and a columnar depreci month through a volume variance account.
ation schedule shows the in service date, Variances are in part due to daily tem
effective date of depreciation, cab number, perature changes inasmuch as gasoline ex
model, serial number, cost, salvage value, pands as temperature rises and shrinks
monthly depreciation rate and expiration when it falls. Since gasoline is sold at per
date. Finally the cab record cards are filed gallon of volume, a 60 degree temperature
by cab number under cabs in service, and has been adopted by the petroleum in
the old replaced cab card is removed to dustry as the average temperature
throughout the country. The formula used
a cars for sale file.
Cabs in service from the 1st to the 15th is to multiply the number of gallons by
inclusive are charged with a full month’s .0006 per degree of gasoline temperature,
depreciation, while cabs in service from above or below 60 degrees. The b.t.u.
the 16th or after are not charged with de or energy content does not change with
preciation until the following month. If temperature.
Cab radios are by lease contract on a
there appears to be a permanent trend up
or down in the used car market, salvage monthly unit rental basis, which includes
value on cabs is adjusted with a corre repairs and servicing by the lessor’s own
employees in space provided in the cab
sponding adjustment of depreciation.
Some taxicab companies charge cab de garage.
One of the largest costs in taxicab
preciation on a mileage basis, but this
method, though more scientific, has certain operations is liability insurance on each
disadvantages. A relatively new cab may cab for personal injury and property dam
be wrecked and out of service for one or age. While all companies have safety de
two weeks. Also calculations under the partments and safety promotion programs,
little progress has been made in reducing
mileage basis are more time-consuming.
A continuous “equipment sold schedule” this insurance cost. This is primarily due
showing date sold, name of purchaser, to the higher costs of settling claims in
sales price, and whether for cash or on recent years despite the reduction in ac
contract, is prepared during the year as cident frequency.
No dollar operating and maintenance
old cabs are disposed of. This information
is useful for management and necessary costs are maintained for each individual
for income tax reporting. Old cabs on cab, but major repairs or replacements are
hand for sale are controlled by physical recorded. These records are reviewed by
count and reported to the accounting office the shop superintendent, and if it appears
at the end of each month. All car titles are that one cab comes in too frequently for
held by the accounting office until cars are the same repair job, the case is investi
sold or disposed of. Car card records filed gated.
by year and month sold are retained for
Each cab runs an average of eight thou
at least five years after date of sale. If sand miles per month and is scheduled for
a car sold is repossessed, the original car a regular lubrication every five days and
card is returned to the active file under for brake inspection monthly. Every ten
repossessed cars for sale, with notation days, the shop receives a report on each
as to the date of repossession and current cab from the I.B.M. department showing
book value after adjustment of contract miles run and daily average of gasoline
sale. These records have proved indispen and oil used. A cab using above the aver
sable over the years as a source of com age in gasoline is thus brought to the
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attention of the shop superintendent who
ordinarily schedules it for an engine over
haul or replacement. There is a continuous
effort to improve the ratio of mileage to
gasoline consumption, as gasoline with
current high Federal and State taxes is
a major operating cost. The high powered
car of today with its quick get-away and
automatic transmission consumes gas at
a much higher rate than comparable cars
of even three years ago. Some cab com
panies are presently experimenting with
diesel engines.
A preventative maintenance program
has recently been adopted which provides
that ten cabs receive a complete inspec
tion every day, insuring that each cab
receives a complete inspection once a
month. Each mechanic on the inspection
line is responsible for his assigned group
of cars for the life of the car. If his in
spection shows the need of repair work
of any type, the cab is scheduled to be
held in the shop for the estimated time
required to complete the work. The me
chanics do a complete repair job at all
times, as they do not know when the car
they are repairing is scheduled to be
replaced.
Under this plan of scheduled inspec
tion, placing the responsibility for a
specific group of cars to a specified me
chanic, it is hoped to reduce daily driver
complaints of motor trouble and street
breakdowns. The method may also bring
to light the effect of the individual driver
on maintenance costs.
Repairs are made by replacing the en
tire unit on the car, so that when a cab
is scheduled in the shop for a particular
repair job, it is tied up only as long as
it takes to remove the old unit and re
place it with another. The damaged or
worn units are completely overhauled in
cluding replacement of any worn parts,
and are then returned to stock. The same
process of replacement and then repair is
also followed in the body shop from bent
fenders to damaged frames.
While all repair work is not priced, the
purchasing and parts department keeps
average unit cost on all types of repairs.
These records are assembled from histori
cal costs with parts prices adjusted to
current costs. However, on repair for ac
cident damage, an itemized work order is
made and the individual cab is invoiced
for all repair parts and labor.
Contrary to popular belief, taxicab com
panies do not welcome bad weather, as it
slows traffic and creates additional driving

hazards, which in turn reduces revenue
and increases operating costs.
It is no longer considered a luxury to
ride a cab: it has become a necessary
means of transportation. In this highly
competitive industry, it is the aim of all
companies to give the best service at the
lowest possible rate. The accounting de
partment recognizes this and plays a vital
part in keeping costs at a minimum.

(Continued from page 7)
A manual may be complied in one com
plete unit or it may be sub-divided into
several units as:—
Chart of Accounts with instructions for
the use of the accounts.
Samples of all forms with explanations
for their use.
Special procedure write ups for indi
vidual departments, such payroll, cash
receipts, etc.
Regardless of how many sub-divisions there
may be, top management should have a
master manual which incorporates all writ
ten procedures.
People: Procedure manuals become effec
tive only through compliance, and while
it is not the intent of this discussion to
take up the human relations aspect of an
accounting system, it nevertheless must be
noted that the importance of PEOPLE
cannot be by-passed or underestimated.
The conversion or installation of an ade
quate accounting system does not mean
that it will function efficiently on its own
merits. The cooperation or resistence of
people who operate the system can make
the finest system succeed or fail.
People should become sufficiently ac
quainted with the procedures and require
ments so as to result in the integration of
all functions of the system. People need
to be accustomed to doing things in a
definite way or a new way. Perhaps one
of the biggest jobs companies face in a
new system design is the changing the
attitude of the people who do the work.
Acceptance by the people can be brought
about by a good training program, one that
will make them feel that they help and
that their job is important.
Installing a new system or the conversion
of an existing one may be a rather trying
experience for a while, but when it starts
to clear up, somehow it clears up rapidly
and we find the various functions of the
new accounting system have been inte
grated.
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THE PROPOSED EQUAL RIGHTS AMENDMENT
TO THE UNITED STATES CONSTITUTION (part III)
By SARAH JANE M. CUNNINGHAM, Lincoln, Nebraska

Contractual Powers of a Married Woman
Under the common laws, the legal exist
ence of the wife is merged by marriage in
that of her husband. In general, the con
tracts of a married woman are void.
Currently, in every State a married
woman has had restored to her by statute
many of the contractual powers that she
lost under common-law rule by marriage,
particularly in regard to property set apart
to her as her separate legal estate.
Currently the extent of a married wom
an’s contractual powers are briefly indi
cated in the following areas:
a. Conveyance or real property to third
person.
1) In 25 States16 the wife may convey
her real property as if she were un
married.
2) In 15 States17 a married woman’s sole
deed or conveyance transfers abso
lutely her rights and the rights of her
representatives in her real estate, but
has no effect on the husband’s interest
in her lands, unless he joins in the
deed or conveyance.
3) In 8 states18 the husband must join
with the wife in order to make a valid
conveyance.
b. Dower release and marriage settlement.
In all States where common-law dower
is retained or where there is a statutory
substitute which attaches to property
owned during the marriage, the wife
may relinquish this interest in her hus
band’s land either by joining in a con
veyance with him or by her separate
deed.19
16. Arizona, Arkansas, California, Colorado, Connecticut,
District of Columbia, Georgia, Idaho, Louisiana, Michi
gan, Mississippi, Montana, Nebraska, Nevada, New
Mexico, New York, North Dakota, Oklahoma, South
Carolina, South Dakota, Tennessee, Utah, Washington,
Wisconsin, Wyoming.
17. Delaware, Illinois, Iowa, Kansas, Maine, Maryland,
Massachusetts, Minnesota, Missouri, New Hampshire,
New Jersey, Oregon, Rhode Island, Virginia, West
Virginia.

c. Transfers of personal property to third
persons.
1) In all jurisdictions except Georgia and
Texas a married woman may transfer
her personal property to third persons
as if she were unmarried.
2) In North Carolina contracts affecting
personal property of the wife for
more than 3 years must be in writing.
d. Contracts between husband and wife.
1) Husband and wife may contract freely
with each other regarding both real
and personal property in 18 States.20
2) In 7 States21 transactions between
husband and wife are subject to the
general rules that control the actions
of persons occupying confidential re
lations with each other.
3) Five States22 require that any trans
fer of personal property between the
spouses must be by written instru
ment, and in some instances, ac
knowledged and filed for record.
4) In the following States freedom of
contract between husband and wife is
limited:
a) In Iowa husband and wife may not
contract concerning any inchoate
right each has in the property
owned by the other.
b) In Oregon they may not contract
with each other to relinquish
rights of curtesy and dower, yet
each may appoint the other as at
torney in fact to bar dower or
curtesy in his or her property.
c) In Maine the wife is prohibited
from entering into partnership
agreement with her husband.
d) In Minnesota spouses may not con
tract with each other concerning
real estate.
e) Contracts between husband and
wife are apparently prohibited in
Massachusetts and Vermont, al
though in the latter State they
20. Arkansas, Colorado, Connecticut, Delaware, Florida,
Idaho, Maryland, Michigan, Missouri, Nebraska, New
Hampshire, New Jersey, New York, North Dakota,
Pennsylvania, South Carolina, Utah, Wisconsin.

18. Alabama, Florida, Indiana, Kentucky, North Carolina,
Ohio, Pennsylvania, Texas.
19. Alabama, Arkansas, Delaware, District of Columbia,
Florida, Georgia, Illinois, Indiana, Iowa, Kansas, Ken
tucky, Maine, Maryland, Massachusetts, Michigan,
Minnesota, Missouri, Montana, New Hampshire, New
Jersey, New York, North Carolina, Ohio, Oregon,
Rhode Island, South Carolina, Utah, Vermont, Vir
ginia, West Virginia, Wisconsin.

21. California, Montana, Nevada, New Mexico, Ohio, Okla
homa, South Dakota.
22. Illinois, Kentucky, Mississippi, North Carolina, West
Virginia.
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may enter into a partnership
agreement.
f) No general statutory right of con
tracting with the husband appears
to be given the wife in the remain
ing States.23
e. General contracts.
In a majority of the States a married
woman of legal age may make contracts
with third persons that do not concern
her separate real property or the common
property of herself and husband.
f. Capacity to serve in positions of trust.
1) A woman, married or not, has full
capacity to serve in trust relation
ships, such as executor of a will, ad
ministrator of an estate, guardian, or
trustee, by specific statutory provision
in at least 20 States.24
2) Seven States25 consider a woman
eligible for appointment as an ad
ministrator, but a male person equally
entitled to serve will be preferred.
3) In 8 States26 the marriage of a woman
who is serving in a fiduciary capacity
may affect her position.
4) In 13 States27 the surviving spouse
has a prior right to be appointed ad
ministrator of his or her deceased
spouse’s estate.

Earnings of a Married Woman.
Under common law one of the duties im
posed on the wife by the marital relation
is the duty to render service to her husband
in return for his legal obligation to support
her. This, together with the merger of the
wife’s legal existence in that of her hus
band, prevents her from engaging in any
trade or business on her separate account.
Her earnings belong to him and are liable
for his debts. He alone, has the right to
bring suit to recover such earnings.

the earnings of a wife from third per
sons for personal services rendered out
side the home become part of the
community property. The husband has
control and management of the wife’s
earnings along with other common prop
erty, except in Idaho and Washington,
where the wife is given the control and
management.

b. Common-law States.
In all of the remaining States, there are
statutes or court decisions which set
apart to a wife as her separate property
her earnings from third persons for per
sonal services, free from her husband,
his creditors, and irrespective of his con
sent. These States give the wife control
and management of her separate earn
ings, as well as the right to recover them
in her own right.

(Part IV will appear in the August issue)

SHARING THE EDITOR’S MAIL

Equal Pay
Ohio can now boast of having legislation
that ends discrimination in salaries between
sexes doing identical work. Mrs. Katherine
B. Lance, president elect of the Toledo
Chapter, was prominently identified with
this legislation which was sponsored by the
Ohio Federation of Business and Profes
sional Women’s Clubs. Mrs. Lance had the
honor of witnessing Governor Michael V.
DiSalle affix his signature to the measure,
and was presented with the history making
pen.
Toledo Chapter #15

a. Community-Property States.28
In the eight community-property States
CHANGES OF ADDRESS
23. Alabama, Arizona, District of Columbia, Indiana, Kan
sas, Louisiana, Tennessee, Texas, Virginia, Washing
ton, Wyoming.
24. Arkansas, California, Connecticut, Florida, Georgia,
Indiana, Iowa, Kentucky, Louisiana, Maine, Massa
chusetts, Missouri, Montana, New Jersey, North Da
kota, Ohio, Rhode Island, South Carolina, Vermont,
Wyoming.

Please note the following changes of ad
dress for chapter presidents:
San Francisco — Miss Helen A. Dickerson, 25 Buckingham Way, San Fran
cisco, California

25. District of Columbia, Idaho, Maryland, Montana, Ne
vada, Oklahoma, South Dakota.
26. Delaware, Indiana, Nevada, New Hampshire, North
Carolina, South Carolina, Utah, Virginia.
27. Colorado, Idaho, New Mexico, North Carolina, Okla
homa, Oregon, South Carolina, South Dakota, Utah,
Vermont, West Virginia, Wisconsin, Wyoming.
28. Arizona, California, Idaho, Louisiana, Nevada, New
Mexico, Texas, Washington.
29. California, Florida, Nevada, Pennsylvania, Texas.

Tacoma — Mrs. Margaret F. Smith,
C.P.A., 5920 Lake Steilacoom Avenue,
S. W., Tacoma, Washington

Tampa Bay — Miss H. Jeanetta Hunse,
C.P.A., 574 West Davis Boulevard,
Tampa 6, Florida
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TAX NEWS
LOUISE A. SALLMANN, CPA, Oakland, California

This is probably a case of locking the visions changed this wording to read “a
door after the horse is stolen but at least trade or business of the taxpayer.” In Nash,
we will be prepared to answer the follow 31 TC No. 61, taxpayer claimed that the
ing questions.
use of the phrase “in connection with”,
“I haven’t received my refund check. implies a test which is not as strict as that
Do you think I will be examined?”
of “proximate relationship.”
“Why do you think I have had my re
turn selected for examination?”
The Tax Court didn’t agree. It stated
Recently there were published average that the 1939 Code had been interpreted to
figures for itemized deductions claimed by classify a debt as nonbusiness if the tax
individual taxpayers in 1956. It is pre payer was not in business when the debt
sumed that if the taxpayer claims more became uncollectible although the debt had
than the average deduction for contribu
tions, interest, taxes, etc., his return is arisen in his business. The purpose of the
more likely to be set aside for a closer look 1954 change was to retain business classi
by the Internal Revenue Service either at fication in such a case. The 1958 change
a later date or during a pre-refund audit. merely clarified the fact that the debt must
The 1956 averages published are as fol have been connected with a business of the
particular taxpayer claiming the deduction.
lows :
Adjusted
Gross
Income
$
2-2,500
4-4,500
5-6,000
7-8,000
8-9,000
9-10,000
10-15,000
15-20,000
20-25,000
25-50,000
50-100,000

Contribu
tions
$ 130.
186.
207.
264.
299.
330.
430.
600.
770.
1,135.
2,740.

Interest
$ 118.
233.
306.
398.
441.
475.
545.
655.
755.
1,035.
1,960.

Taxes
$ 119.
206.
264.
354.
404.
445.
575.
805.
1,035.
1,470.
2,755.

Casualty
$ 137.
148.
133.
167.
149.
170.
186.
250.
355.
480.
670.

Medical
$ 224.
284.
274.
310.
369.
395.
515.
770.
895.
1,185.
1,500.

Miscel
laneous
$ 59.
102.
135.
179.
194.
220.
310.
420.
515.
710.
1,530.

This change would preclude the estate of a
decedent from claiming a business bad debt
deduction if the executor no longer con
ducted the business in which the bad debt
was incurred.
Probably the best news to come to the
taxpayer who is either going to have his
tax return examined or is in fear of such
an occurrence, is that effective March 15,
1959, the “Preparer” of his return may now
represent him in local IRS offices even
though the preparer has no Treasury card.
He may appear either with or without the
taxpayer before Revenue agents engaged
in a field audit or office audit with proper
authorization by the taxpayer.

Here is another treatment or mistreat
ment as the case may be that will lead to
examination. How did the taxpayer treat
that bad debt? If it is a business bad debt,
it may be deducted in full as an ordinary
loss. But if classified by the I.R.S. as non
business the loss is a short-term capital
loss and, of course, the deduction is there
by limited. The problem rises in the inter
pretation of a business bad debt. Under the
1939 Code, a business bad debt had to be in
curred during the normal course of con
ducting a trade or business or approximate
ly related thereto. The 1954 Code defined a
non-business bad debt as one other than
created or acquired in connection with a
taxpayer’s trade or business. The 1958 Re-
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HOW TO
PREPARE FOR THE CPA EXAMINATION
IAS offers an intensive CPA Coaching Course which has produced

outstanding results. It is available only to competent accountants

qualified through training and experience to prepare for the
CPA examination. No attempt is made to teach general accounting;
the entire course is pointed directly at the CPA examination.

The need for special

coaching has been well
established by innumerable

experienced accountants
who have floundered

in the examination room.
They knew how to make

audits but they didn’t know
(1) how to analyze
problems for the
purpose of deciding

quickly the exact

requirements.
(2) how to solve

problems quickly,

(3) how to construct
definitions acceptable
to the examiners,

or

• The IAS-CPA Coaching Course has been designed for busy
accountants. The home-study method of tutoring is ideally
suited to CPA examination preparation. Maximum use can be
made of every available hour.

• The text material consists of 20 substantial loose-leaf
assignments totaling more than 800 pages. It includes hun
dreds of CPA examination problems and questions, with
solutions supplemented by elaborate explanations and com
ments, working sheets, side calculations, and discussions of
authoritative opinions.
• Written examinations at the end of each assignment re
quire solutions to problems of CPA examination calibre.
These are sent to the school where the grading, including
personal comments and suggestions, is done by members of
the IAS Faculty, all of whom are CPAs. Supplementary
review material is furnished to those who want to "brush up’’
on specific accounting subjects, at no additional cost.
The IAS booklet, "How to Prepare
for the C.P.A. Examination” is avail
able free upon request. Address your
card or letter to the Secretary, IAS . . .

(4) how to decide
quickly on proper

terminology.

INTERNATIONAL ACCOUNTANTS
SOCIETY, INCORPORATED
A Correspondence School Since 1903
209 WEST JACKSON BOULEVARD • CHICAGO 6, ILLINOIS

IAS IS AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL

